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CITY OF uMHLATHUZH 


STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2007 


Notes 


NET ASSETS AND LIABILITIES 


Net assets 

Housing Development Fund 

Capitalisation reserve 

Government grant reserve 

Donations and public contribution reserves 

Self-insurance reserve 

Accumulated surplus 



Non-current liabilities 

Long-term liabilities 


425,395,698 

425,395,698 


133,368,662 

133,368,662 


Current liabilities 

Consumerdeposits 

Creditors 

Unspent conditional grants and receipts 
Current portion of long-term liabilities 



Total Net Assets and Liabilities 


1,370,801,826 


883,669,510 


ASSETS 


Non-current assets 


1,025,209,709 

748,646,639 

Property, plant and equipment 

9" 

1,016,630,425 

739,706,782 

Investment property 

11 

1,304,802 

1,555,351 

Intangible assets 

10 

3,275,671 

837,733 

Long-term receivables 

13 _ 

3,998,811 

6,546,773 

Current assets 


345,592,117 

135,022,871 

Inventory 

8 " 

9,048,272 

8,172,636 

Consumer debtors 

12 

66,326,989 

62,379,319 

Other debtors 

14 

21,869,415 

19,307,023 

VAT 

7 

11,498,702 

1,683,616 

Current portion of long-term receivables 

13 

944,173 

1,120,003 

Cail investment deposits 

15 

150,000,000 

- 

Bank balances and cash 

27 _ 

85,904,566 

42,360,274 

Total Assets 

- 

1,370,801 ,826 

883,669,510 
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CITYOF uMHLATHUZE 


STATEMENT OF FINANCIAL PERFORMANCE 
FOR THE YEAR ENDED 30 JUNE 2007 



Notes 

2007 

2006 



R 

R 

REVENUE 




Property rates 

17 

98,103,060 

90,061,314 

Property rates - penalties imposed and coliection charges 


1,833,983 

2,209,132 

Service charges 

18 

443,962,523 

422,571,598 

Rental of facilities and equipment 


9,695,416 

10,242,618 

Interest earned - extemal investments 


11,668,451 

7,754,253 

Interest eamed - outstanding debtors 


397,899 

501,775 

Fines 


7,693,948 

3,912,992 

Licences and permits 


1,652,680 

630,630 

income for agency services 


2,530,988 

2,529,087 

Government grants and subsidies 

19 

195,634,002 

90,339,930 

Public contributions 


23,649,299 

912,074 

Other income 

20 

28,677,190 

20,506,780 

Sale of Land 


36,289,666 

22,881,210 

Gains on disposal of property, plant and equipment 


9,412,549 

5,973,346 

Total Revenue 


871,201,654 

681,026,739 

EXPENDITURE 




Employee related costs 

21 

223,876,167 

215,889,453 

Remuneration of Councillors 

22 

11,343,826 

9,642,151 

Bad debts 


(7,251,567) 

8,412,494 

Coilection costs 


89,560 

22,635 

Depreciation 


65,889,103 

59,103,475 

Amortisation 


522,037 

287,970 

Conditionai grand expenditure 


2,292,122 

5,985,499 

Repairs and maintenance 


30,204,461 

25,155,750 

Interest paid 

23 

42,728,134 

14,966,965 

Buik purchases 

24 

220,726,471 

216,431,269 

Contracted services 


44,392,833 

43,585,949 

Grants and subsidies paid 

25 

932,893 

1,200,315 

General expenses 


76,064,897 

62,206,678 

Total Expenditure 

= 

711,810,937 

662,890,603 

SURPLUS FORTHE YEAR 


159,390,717 

18,136,136 


Refer to Appendix E(1 ) for the comparison with the approved budget 
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CITY OF uMHLATHUZE 


CASH FLOW STATEWIENT FOR THE YEAR ENDED 30 JUNE 2007 



Note 

2007 

2006 



R 

R 

CASH FLOW FROM OPERATING ACTIVITIES 




Cash recelpts from ratepayers government and other 


855,029,998 

684,994,352 

Cash paid to suppliers and employees 


622,941 ,224 

622,941 ,224 

Cash generated from operations 

26 

258,507,864 

62,053,128 

Interest received 


11,668,451 

7,754,253 

Interest paid 


(42,728,134) 

(14,966,965) 

NET CASH FROM OPERATING ACTIVITIES 


227,448,181 

54,840,416 


CASH FLOWS FROM INVESTING ACTIVITIES 


Purchase of property plant and equipment 
Proceeds on disposal of property piant and equipment 
Decrease in non-current receivables 


(347,650,702) 

11,541,078 

2,723,792 


(161,402,661) 

9,031,745 

1,881,364 


NET CASH UTILISED IN INVESTING ACTIVITIES 


(333,385,832) 


(150,489,552) 


CASH FLOWS UTILISED IN FINANCING ACTIVITIES 


New loans raised 

(Decrease)/lncrease in consumer deposits 


299,730,989 

(249,045) 


78,211,865 

8,226,124 


NET CASH UTILISED IN FINANCING ACTIVITIES 


299,481,944 


86,437,989 


NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 193,544,292 


(9,211,147) 


42,360,274 


51 ,571,421 

235,904,566 


42,360,274 


Cash and cash equivaients atthe beginning of the year 
Cash and cash equivaients atthe end of the year 



CITY OF uMHLATHUZE 

ACCOUNTING POLICIES TO THE ANNUAL FINANCJAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2007 

1 . BASIS OF PRESENTATION 

The annual financial statements have been prepared on an accrual basis of accounting and are 
in accordance with historical cost convention. 

In accordance with section 122(3) of the Municipal Finance Management Act,(Act No. 56 of 
2003), the Municipality has adopted Standards of GAMAP and GRAP issued by the Accounting 
Standards Board during the financial year. The Municipality has availed itself of the exemptions 
as granted to high capacity Municipalities in Government Gazette 30013 dated 29 June 2007. 
The exemptions are in respect of the application of certain International Accounting Standards 
as set out in Note 33 to the Annual Financial Statements. 

The Municipality may have transactions, events or balances that are outside the ambit of 
GAMAP and GRAP but which are included in Standards of International Public Sector 
Accounting Standards (IPSAS) issued by the International Federation of Accountants — Public 
Sector Committee, Iniernational Accounting Standards (IAS) issued by the International 
Accounting Standards Board or Generally Accepted Accounting Practice issued by the South 
African Accounting Practices Board and the South African institute of Chartered Accountants. 

The principal accounting policies adopted in the preparation of these annual financial 
statements are set out below. 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is 
required or permitted by a Standard of GAMAP or GRAP. 

2. PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand. 

3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 

4. HOUSING DEVELOPMENT FUND 

The Housing Development Fund was established in terms of the Houslng Act, (Act No. 107 of 
1997). Housing selling schemes, both complete and in progresses at 1 April 1998, were also 
transferred to the Housing Development Fund. In terms of the Housing Act, all proceeds from 
housing developments, which include rental income and sales of houses, must be paid Into the 
Houslng Development Fund. Monies standfng to the credit of the Housing Development Fund 
can be used only to finance housing developments within the municipal area subject to the 
approva! of the Provincial MEC responsible for housing. 

5. RESERVES 

5. 1 Capitalisation Reserve 

On the implementation of GAMAP/GRAP, the balance on certain funds, created in terms of the 
various Provincial Ordinances applicable at the time, that had historically been utilised for the 
acquisition of items of property, plant and equipment have been transferred to a Capitalisation 
Reserve instead of the accumulated surplus in terms of a directive (budget circular) issued by 
National Treasury. The purpose of thls Reserve is to promote consumer equity by ensuring that 
the future depreciation expenses that wiil be incurred over the useful lives of these items of 
property, plant and equipment are offset by transfers from this reserve to the accumuiated 
surplus. 
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CITY OF uMHLATHUZE 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2007 (continued) 

5.1 CAPITALISATION RESERVES (continued) 

The balance on the Capitalisation Reserve equals the carrying value of the items of property, 
plant and equipment financed from the former legislated funds. When items of property, plant 
and equipment are depreciated, a transfer is made from the Capitalisation Reserve to the 
accumulated surplus. 

When an ftem of property, plant and equipment is disposed, the balance in the Capitalisation 
Reserve relating to such Item is transferred to the accumulated surplus. 

5.2 Government Grant Reserve 

When items of property, plant and equipment are financed from government grants, a transfer is 
made from the accumulated surplus to the Government Grants Resen/e equal to the 
Government Grant recorded as revenue in the Statement of Financial Performance in 
accordance with a directive (budget circular) issued by National Treasury. 

When such items of property, plant and equipment are depreciated, a transfer is made from the 
Government Grant Reserve to the accumulated surplus. The purpose of this policy is to 
promote community equity by ensuring that the future depreciation expenses that will be 
incurred over the useful lives of government grant funded items of property, plant and 
equipment are offset by transfers from this reserve to the accumulated surplus. 

When an item of property, plant and equipment financed from government grants is disposed, 
the baiance in the Government Grant Reserve relating to such item is transferred to the 
accumulated surplus. 

5.3 Donations and Public Contributions Resen/e 

When items of property, plant and equipment are financed from public contributions and 
donations, a transfer is made from the accumulated surplus to the Donations and Public 
Contributions Reserve equal to the donations and public contributions recorded as revenue in 
the Statement of Financial Performance in accordance with a directive (budget circular) issued 
by National Treasury. When such items of property, plant and equipment are depreciated, a 
transfer is made from the Donations and Public Contributions Reserve to the accumulated 
surplus. The purpose of this policy is to promote community equity and facilitate budgetary 
control by ensuring that sufficient funds are set aside to offset the future depreciation charges 
that will be incurred over the estimated useful life of the item of property, plant and equipment 
financed from donations and public contributions. This is also applicable to the sale of 
developed land, as the infrastructure remains the property of the Municipality. 

When an item of property, plant and equipment financed from Donations and Public 
Contributions is disposed, the balance in the Donations and Public Contributions Reserve 
relating to such item is transferred to the accumulated surplus. 

5.4 Insurance Reserve 

An insurance reserve is maintained to cover the excess on claims that may occur. Insurance 
premiums are not charged to the reserve. Contributions are made on an ad hoc basis 
depending on the status of the reserve. 
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CITY OF uMHLATHUZE 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2007 (continued) 

6. PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment, is stated at cost, less accumulated depreciation. 
Heritage assets, which are culturally significant resources and which are shown at cost, are not 
depreciated owing to the uncertainty regarding their estimated useful lives. Similariy, land is not 
depreciated as it is deemed to have an indefinite life. 

Where items of property, plant and equipment have been impaired, the carrying value is 
adjusted by the impairment loss, which is recognised as an expense in the period that the 
impairment is identified except where the impairment reverses a previous revaluation. 

Where impalred land and buildings are revaiued, the increase in value of land and buildings are 
recognised as revenue to the extent that it reverses the impairment loss previously recognised 
as an expense. 

The cost of an item of property, plant and equipment acquired in exchange for a non-monetary 
asset or monetary assets, or a combination of monetary and non-monetary assets was 
measured at its fair value. If the acquired item could not be measured at its fair value, its cost 
was measured at the carrying amount of the asset given up. 

Subsequent expenditure is capitalised when the recognitbn and measurement criteria of an 
asset are met. 

Depreciation is calculated on cost, using the straight-line method overthe estimated usefui lives 
of the assets. The annuai depreciation rates are based on the following estimated asset lives: 


Infrastructure 

Years 

Other 

Years 

Roads and Paving 

15-30 

Buildings 

30 

Pedestrian Malls 

20 

Specialised vehicles 

10 

Electricity 

20-30 

Other vehicles 

3-7 

Water 

15-20 

Office equipment 

3-5 

Sewerage 

15-20 

Furniture and fittings 

7 

Housing 

30 

Watercraft 

15 

Community 


Bins and containers 

5-10 

Buildings 

30 

Specialised piant and equipment 

10-15 

Recreational Facilities 

20-30 

Other items of plant and equipment 

2-5 

Security 

5 

Landfill sites 

15 


The gain or loss arising on the disposal or retirement of an item of property, plant and 
equipment is determined as the difference between the sales proceeds and the carrying value 
and is recognised in the Statement of Financial Performance. 

7. LEASES 

The Municipality as Lessee 

Leases are classified as finance leases where substantially all the risks and rewards associated 
with ownership of an asset are transferred to the municipality. Property, plant and equipment 
subject to finance lease agreements are capitalised at their cash cost equivalent and the 
corresponding liabilities are raised. The cost of the item of property, plant and equipment is 
depreciated at appropriate rates on the straight-line basis over its estimated useful life. Lease 
payments are allocated between the lease finance cost and the capital repayment using the 
effective interest rate method. Lease finance costs are expensed when incurred. 
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CITY OF uMHLATHUZE 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2007 (continued) 

7. LEASES (continued) 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease rentals are expensed as they become due. 

The Municipality as Lessor 

Amounts due from lessees under finance ieases or instalment sale agreements are recorded as 
receivables at the amount of the Municipality’s net investment in the leases. Finance lease or 
instalment sale income is allocated to accounting periods so as to refiect a constant periodic 
rate of return on the Municipality's net investment outstanding in respect of the leases or 
instalment sale agreements. 

Rental income from operating leases is recognised on a straight-line basis overthe term of the 
relevant lease. 

8. INVESTMENTS 

Financial instruments, which include listed government bonds, unlisted municipal bonds, fixed 
deposits and short-term deposits invested in registered commercial banks, are stated at cost. 

Where Investments have been impaired, the carrying value is adjusted by the impairment loss, 
which is recognised as an expense in the period that the impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds and the 
carrying amount is charged or credited to the Statement of Financial Performance. 

9. INVENTORIES 

Consumabie stores, raw materials, work-in-progress and finished goods are valued at the lower 
of cost and net realisable value. In general, the basis of determining cost is the first-in, first-out 
method. 

Redundant and slow-moving inventories are identified and written down from cost to net 
realisable value with regard to their estimated economic or realisable values. 

10. RECEIVABLES 

Accounts receivable are carried at anticipated realizable value. An estimate is made for 
doubtful receivables based on a review of ali outstanding amounts at year-end. Bad debts are 
written off during the year in which they are identified. Amounts that are receivable within 12 
months from the reporting date are ciassified as current. 

11. REVENUE RECOGNITION 

11.1 Revenue from Exchange Transactions 

Service charges relating to electricity and water are based on consumption. Meters are read on 
a monthly basis and are recognised as revenue in the period of consumption. Where meters 
cannot be read during a particular month, they are provisionally biiled with the necessary 
adjustments made in the month in which they were read. Revenue from the sale of electricity 
prepaid meter cards are recognised at the point of sale. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by 
applying the approved tariff to each property that has improvements. Tariffs are determined per 
category of property usage, and are levied monthly based on the number of refuse containers 
on each property, regardless of whether or not all containers are emptied during the month. 
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CITYOF uMHLATHUZE 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2007 (continued) 

11. REVENUE RECOGNITION (continued) 

Service charges from sewerage are based on the water consumption on each developed 
property using the tariffs approved from Council and are levied monthly. 

Service charges from sewerage are based on the water consumption on each deveioped 
property using the tariffs approved from Council and are levied monthly. 

Interest and rentals are recognised on a time proportion basis. Revenue arising from the 
applicatbn of the approved tariffof charges is recognised when the relevant service is rendered 
by applying the relevant gazetted tariffs. This includes the issuing of licences and permits. 

Income for agency services is recognised on a monthly basis once the income coilected on 
behaif of agents has been quantified. The income recognised is in terms of the agency 
agreement. 

Revenue from the sale of goods is recognised when the risk is passed to the consumer. 

Revenue from public contributions is recognised when all conditions associated with the 
contribution has been met or where the contribution is to finance property, plant and equipment, 
when such items of property, plant and equipment is brought into use. Where public 
contributions have been received but the municipality has not met the condition, a liability is 
recognised. 

11.2 Revenue from non-exchange transactions 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. 
Coilection charges are recognised when such amounts are iegaliy enforceabie. Penalty interest 
on unpaid rates is recognised on a time proportion basis. 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is 
recognised when payment is received. 

Donations are recognised on a cash receipt basis or where the donation is in the form of 
property, plant and equipment, when such items of property, plant and equipment are brought 
into use. 

Contributed property, plant and equipment are recognized when such items or property, plant 
and equipment are brought into use. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is 
based on legislated procedures, including those set out in the Municipal Finance Management 
Act (Act No.56 of 2003) and is recognised when the recovery thereof from the responsible 
councilors or officials is virtually certain. 

12. CONDITIONAL GRANTS AND RECEIPTS 

Revenue received from conditional grants, donations and funding are recognised as revenue to 
the extent that the Municipality has complied with any of the criteria, conditions or obligations 
embodied in the agreement. To the extent that the criteria, conditions or obiigations have not 
been meta iiability is recognised. 
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CITYOF uMHLATHUZE 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2007 (continued) 


13. PROVISIONS 

Provisions are recognised when the Municipality has a present or constructive obligation as a 
resuit of past events, it is probable that an outflow of resources embodying economic benefits 
will be required to settie the obligation and a reliable estimate of the provision can be made. 
Provisions are reviewed at reporting sheet date and adjusted to reflect the current best 
estimate. 

14. CASH AND CASH EQUIVALENTS 

Cash inciudes cash on hand and cash with banks. Cash equivalents are short-term highly liquid 
investments that are held with registered banking institutions with maturities of three months or 
less and are subject to an insignificant risk of change in value. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on 
hand, deposits held on call wlth banks and investments ln financial instruments, net of bank 
overdrafts. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdrafts 
are expensed as incurred. 

15. RETIREMENT BENEFITS 

The municipality provides retirement benefits for its employees and councilors. The 
contributions to fund obligations for the payment of retirement benefits are charged against 
revenue in the year they become payable. The defined benefit funds, which are administered 
on a provlncial basis, are actuarially valued tri-annualy on the projected unit credit method 
basis. Deficits are recovered through lump sum payments or increased future contributions on 
a proportional basis to all participating municipalities. 

16. BORROWING COSTS 

Borrowing costs are recognised as an expense !n the Statement of Financial Performance. 

17. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in 
terms of the conditions of an allocation received from another sphere of government, 
municipality or organ of state and expenditure in the form of a grant that is not permitted in 
terms of the Municipal Finance Management Act {Act No.56 of 2003). 

Unauthorized expenditure is accounted for as an expense in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 

18. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act 
(Act No.56 of 2003), the Municipal Systems Act (Act No.32 of 2000), the Public Office Bearers 
Act (Act No. 20 of 1998) or is in contravention of the Municipality’s supply chain management 
policy. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is 
accounted for as expenditure in the Statement of Financial Performance and where recovered, 
it is subsequently accounted for as revenue in the Statement of Financial Performance. 


10 



CITYOF uMHLATHUZE 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEIUIENTS 
FOR THE YEAR ENDED 30 JUNE 2007 (continued) 

19. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and wouid have been 
avoided had reasonable care been exercised. Fruitless and wasteful expenditure is accounted 
for as expenditure in the Statement of Financial Performance and where recovered, it is 
subsequentiy accounted for as revenue in the Statement of Financial Performance. 

20. COMPARATIVE INFORMATION 

20.1 Current year comparatives: 

Budgeted amounts have been included in the annual financial statements for the current 
financial year only. 

20.2 Prior year comparatives: 

When the presentation or classification of items in the annual financial statements is amended, 
prior period comparative amounts are reclassified. The nature and reason for the 
reclassification is disclosed. 


21. INTANGIBLE ASSETS 

The acquisition of computer software and expenses on website costs are recognized as 
intangible assets and are amortised on a straight-line basis over their estimated useful lives. 
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CITY OF uMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 



2007 

2006 


R 

R 

1 HOUSING DEVELOPMENT FUND 



Houslng Development Fund 

14.149.239 

4,391 .375 

Unappropriated Surplus 

1 14,149,239] 

i 4,391 .375 

The Housing Deveiopment Fund is represented by the following assets 



Debtors 


1,492,161 

Bank and cash 

14,149,239 

2,899,214 

Total Housing Development Fund Assets and Liabilities 

14,149,239 

4,391 t 37S 

2 LONG-TERM LIABILITIES 



Annuity Loans 

445,071,395 

144,649,410 

Capitalised Lease Llabllity 

. 

690,996 

Sub-total 

445,071,395 

145,340,406 

Less: Current portion transferred to current liabilities 

(19,675,697) 

(11,971,744) 

Annuity Loans 

(19,675,697) 


(11,644,757) 

Capitalised Lease Llabllity 

- 


(326,987) 

Total Extemal Loans 

42S.39S.698 

133,368,662 


Refer to Appendix A for more detail on long-term liabllities 


The capltalised lease liabillty ts secured overthe item of infrastructure leased. 


An Electrical substation, owned and financed by the RB Equipment Trust Is leased 
by the City of uMhlathuze. Thls asset has been capltallsed in the records of the 
City of uMhlathuze. A loan of R39 907 462 

(2006: R25 08B 992) by Rand Merchant Bank to RB Equipment Trust is secured 
by a sinking fund deposit wilh Rand Merchant Bank of R38 732 31 1 (2006: R32 
786 438). 
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No early settlement options are profitable to Council 

Conversion options are not applicable 

There is no security given against the loans 

Receipts or payments of the loans are in South African currency 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 



CITY OF uMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 200/ 


3 CHANGE IN ACCOUNTING POLICY - GAMAP REVERSAL 

The following adjustment was made to amounts previously reported ln the annual 
financlal statements of the Municipality arislng from the implementatfon of 
GAMAP: 

3.1 Provision for post retirement benefits 

Non-current provislon 
Current provislon 
Tranfered to accumulated surplus 

4 CONSUMER DEPOSITS 

Electricity and Water 
Other 

Total Deposits 

Guarantees held in lieu of Electrlcity and Water Deposits 


2007 

R 

2006 

R 


13 , 942,803 

1 , 126,500 

15,069.303 

26 , 769,524 

648,260 

27 , 311,096 

355.733 

27417,784 

27.666,829 

47,152,963 

45,977,892 
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CITY OF uMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 


2007 2006 

R R 

5 CREDITORS 


Trade creditors 

59,471 .435 

29.334,078 

Year end Creditors 

51,237,434 

55,656,01 4 

Retentions 

15,295,172 

10,530,738 

Staff leave 

10,098,134 

14,680,680 

Staff Bonuses 

5.375,776 

4,884,694 

Total Creditors 

141,478.051 

115,086,204 

6 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 



Conditional Grants from other spheres of Govemment 



National Condltional Grants 

7,030,533 

3,629,919 

Provincial Local Government Grants 

2,215,370 

1,758,239 

Provinclal Development Plannlng Grants 

37,201 

53,717 

Provinclal Housing Grants 

15,510,056 

14,774,720 

Provincial Library Services Subsldies 

. 

14,580 

Provincial Community Development Workers Programme 

43,433 

59,293 

Provinclal Department ofTransport Subsidy 

167,279 

167,279 

Department of Water Affralrs (DWAF) Cleanest Town Award 

70,507 

139,967 

Department of Water Affrairs (DWAF) Water Sen/lces Programme 

415,937 

438,268 

Department of Water Affrairs (DWAF) Refurblshment Grant 

. 

1,672,190 

Department of Water Affrairs (D WAF) Institutional Support Programme Grant 

1,200,000 


Department of Minerals & Energy 

235,000 


Munlcipal Infrastructure Grant (MIG) 

7,743,619 

4.797.B41 

uThungulu District Municipality Capacity Buiiding Grant 

240,000 

240,000 

uThungulu District Councll Infrastructure Grant 

48,489 

188,600 

uThungulu Distrlct MunlclpalityMuseum Operating Subsidy 

36.756 

36,756 


35,044,180 

33,176,369 

See Note 1 9 for reconciliatlon of grants from other spheres of government. 



7 VAT 



Output Suspense 

2,260,41 0 

2,780,659 

Input Suspense 

(1 0,220,366) 

(6,160,772) 

Output Payable 

(3,538,746) 

1,696,704 

input Claim 

- 

(207) 

VAT (claimable) 

(11,498,702) 

(1,683,616) 


VAT is payable on the payment basis. Only once payment is made or received Is 
VAT claimed or paid over to SARS. All VAT returns have been submitted by the 
due date throughout the year. 
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CITY OF uMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 


2007 2006 

R R 

8 INVENTORY 

Consumable stores -at cost 8,462,231 7,409,110 

Water - at cost 586.041 763!s26 

Tolal Inventory 9,048,272 8,172,636 


9 Property.Plant And Equipment 


30 June 2007 


Reconciliation Of Carryinq Values 

Infrastructure 

Community 

Heritage 

Other 

Total 

Carrylng Values 

At 1 July 2006 

672,893,786 

61,551,384 

49,502 

115,212,109 

739,706,781 

Cost 

1,039,949,410 

87,736,121 

49,502 

236,426,719 

1,364,163,752 

Accumulated Depreclation 

(467,055,624) 

(36,166,737) 

- 

(121,214,610) 

(624.456.971) 

Acqulsitlons 

1 61 ,306,852 

9,395,209 


36,951 ,510 

207,653,571 

Capital Under Constructlon 

129,768,796 

2,904,842 

- 

4,363,518 

137,037,156 

Depreclation 

(47,040,240) 

(4,083,178) 

- 

(14,515,136) 

(65,638,554) 

Carrying Value Of Disposals 

(34,774) 

- 

- 

(2,093,755) 

(2,128,529) 

Cost/Revaluation 

(55,303) 

- 

- 

(3,866,501) 

(3,921 ,804) 

Accumulated Depreclatton 

20,529 

- 

- 

1,772,746 

1,793,275 

Carrying Values 

At 30 June 2007 

816,894,420 

59,768,256 

49,502 

139,918,246 

1,016,630,425 

Cost 

1,330,969,755 

100,038,172 

49,502 

273,875,246 

1 ,704,932,675 

Accumulated Depreclation 

(514,075,335) 

(40,269,915) 

- 

(133.957.000) 

(688,302.250) 
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CITY OF UMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 
Property.Plant And Equlpment (contlnued) 


30 June 2006 


Reconclliation Of Carrvinq Values 

Infrastructure 

Communitv 

Heritage 

Other 

Total 

Carrying Values 

At 1 July 2005 

488,838,664 

43,302,458 

49,502 

108,638,698 

640,829,322 

Cost 

913,122,075 

76,004,790 

49,502 

222,629,621 

1,211,805,996 

Accumulated Depreclation 

(424,283,412) 

(32,702,340) 

- 

(113,990,923) 

(570.976.674) 

Acquisitions 

90,494,683 

8,299,285 


20,285,480 

127,079,448 

Capital Under Construction 

28,670,172 

3,468,618 

. 

1 ,567,201 

33,705,991 

Depreclation 

(43,106,149) 

(3,493,331) 

- 

(12,250,101) 

(58,849,581) 

Carrylng Value Of Disposals 

(3,583) 

(25,646) 

- 

(3,029,170) 

(3,058,399) 

Cost/Revaluation 

(337,520) 

(34,580) 

- 

(8,055,583) 

(0,427,683) 

Accumulated Depreciatlon 

333,937 

8.934 

- 

5,026,413 

5.369,284 

Carrying Values 

At 30 June 2006 

572,893,786 

61,551,384 

49,502 

115,212,109 

739,706,781 

Cost 

1,039,949,410 

87,738,121 

49,502 

236,426,719 

1,364,163,752 

Accumulated Depreciation 

(467,055,624) 

(36,186,737) 

- 

(121 .214.610) 

(624,456,971 ) 








The leased property, plant and equiprnent Is secured as set out In Note 2. 


10 Intanglble Asset 


30 June 2007 


Reconciliation Of Carrying Values 

Total 

Carrying Values 

At 1 July 2006 

837,733 

Cost 

5,618,906 

Accumulated Amortisation 

(4,781,173) 

Acquisitions 

2,959,975 

Amortisation 

(522,037) 

Carrying Values 

At 30 June 2007 

3,275,671 

Cost 

8,578,881 

Accumulated Amortisation 

(5,303,21 0) 


30 June 2006 


Reconciliation Of Carrying Values 

Total 

Carrying Values 

At 1 July 2005 

508,481 

Cost 

5,001 ,684 

Accumulated Amortisation 

(4,493,203) 

Acqulsitions 

617,222 

Amortlsation 

(287,970) 

Carrying Values 

At30 June 2006 

837,733 

Cost 

5,618,906 

Accumulated Amortisation 

(4,781,173) 
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CITY OF uMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 
11 INVESTMENT PROPERTY 


30 June 2007 


Reconclliation of carrying values 

Lot617 

Meerensee Ext 5- 
Pick n Pay 

Lot 16990/2 
RemainderExt90- 
Caravan park 

Aiport 

Total 

Carrying Values 

At 1 July 2006 

341,611 

138,293 

1,075,447 

1,558,351 

Cost 

3,001,946 

1,460,261 

5,568,663 

10,051,070 

Accumulated Depreclatfon 

(2,660,335) 

(1,321,968) 

(4,513,416) 

(8,495,719) 

Acqulsltlons 





Capltal Lfnder Construction 

- 

- 

- 

- 

Depreciatlon 

(112,797) 

(19,717) 

(118,035) 

(250,549) 

Carrylng Value Of Disposals 

- 

- 

- 

- 

Cost 

- 

. 

. 

. 

Accumulated Depreclatlon 

- 

. 

- 

. 

Carrylng Values 

At30 June 2007 

228,814 

118,576 

957,412 

1,304,802 

Cost 

3,001,946 

1,460,261 

5,588,663 

10,051,070 

Accumulated Depreclatian 

(2,773,132) 

(1.341,065) 

(4,631,451) 

(8,740,260) 







30 June2006 


Reconciliation of carrylng values 

Lot 617 

Meerensee Ext 5- 
Plck n Pay 

Lot 16990/2 
RemalnderExt 90- 
Caravan park 

Alrport 

Total 

Carrying Values 

At 1 July 2005 

454,408 

161,356 

1,193,482 

1,809,246 

Cost 

3.001,946 

1.460,261 

5,566,663 

10,051,070 

Accumulated Depreclation 

(2,547,538) 

(1,298,905) 

(4,395,361) 

(0,241,824) 

Acqulsitions 

. 

. 

. 

. 

Capital UnderConstructlon 

- 

- 

- 

- 

Depreciatlon 

(112,797) 

(23,063) 

(118,035) 

(253,895) 

Carrylng Value Of Dlsposals 

- 

- 

- 

- 

Cost 

. 

- 

- 

. 

Accumulated Depreciatlon 

- 

. 

- 

- 

Carrylng Values 

At30 June 2006 

341,611 

138,293 

1,075,447 

1,555,351 

Cost 

3,001,946 

1,460,261 

5,588,863 

10,051 ,070 

Accumulaled Depreclatlon 

(2,660,335) 

(1,321 ,968) 

(4,513,416) 

(6,495,719) 
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CITY OF uMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 


12 CONSUMER DEBTORS 


As at 30 June 2007 



Servlce Debtors 


82,586,339 

Rates 


11,667,783 

Electricity 

June consumption billed in July 

15,270,915 

25.763,785 

41 ,034,700 

Water 

June consumptlon bllled in July 

11,174.730 

6,296,253 

17,470,983 

Sewerage 

Speclal Sewer charges 

7,779.840 

190,961 

7,970,801 

Refuse 


4,242,072 

Rental 


998,467 

Gross Balance 

Less: Provislon for Bad Debts 

Net Balance 


83,584,806 

(17,257,817) 

66,326,989 

As at 30 June 2006 



Service Debtors 


91,527,296 

Rates 


14,064,076 

Electricity 

June consumptlon bllled in July 

20,583,281 

25,290,361 

45,873,642 

Water 

June consumpticn billed ln July 

11,984,165 

4,928,127 

16,912,292 

Sewerage 

Special Sewer charges 

9,619,313 

206,998 

9,826,311 

Refuse 


4.B50.975 

Renlal 


3,313,960 

Gross Balance 

Less: Provlslon for Bad Debts 

Net Balance 


94.841.256 

(32,461,937) 

62,379,319 
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CITY OF uMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 



2007 

2006 

1 CONSUMER DEBTORS (continued) 

R 

R 

Rates Ageing 

Current (0 - 30) days 

6,01 B, 775 

6,315,885 

31 - 60 days 

1,015,958 

955,515 

61-90 days 

347,430 

487,701 

91 - 1 20 days 

206,176 

233,666 

121-360 days 

1 ,694,955 

2,083,290 

361 + days 

2,382,489 

3,988,019 

Total 

11,867.783 

14,064.076 

Electricity, Water, Sewerage and Refuse: Ageing 

Current (0-30) days 

54,688,373 

51 ,589,686 

31 - 60 days 

2,985,819 

7,472,787 

61-90 days 

1,130,390 

2,174,698 

91 - 1 20 days 

889,441 

1,316,023 

121-360 days 

4,303,073 

4,957,995 

361 + days 

6,895,378 

9,952,031 

Total 

70,892,474 

77,463,220 

Rental 

Current (0-30) days 

327,751 

243,526 

31 - 60 days 

129,878 

57,324 

61-90 days 

94,671 

84,520 

91-120 days 

80,977 

20,119 

121-360 days 

217,471 

1 20.50B 

361 + days 

147,719 

2,787,963 

Total 

998,467 

3,313,960 
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CITY OF uMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 


12 CONSUMER DEBTORS (continued) 


Summary of Debtors by Customer classificatlon 

Domestic Industry/ 



consumers 

commercial 

Nat / Provinclai govt 

30 June 2007 

R 

R 

R 

Current (0-30) days 

15,560,766 

41,059,503 

9,427,341 

31 - 60 days 

1,885,143 

1,898,948 

961,808 

61-90 days 

1 ,378,451 

840,289 

591 ,340 

91 - 1 20 days 

875,472 

601 .581 

544.162 

121 +days 

12,71 8,060 

7,545.868 

6,780,293 

Sub-total 

32,417,912 

51,946,189 

10,304.944 

Less provision for bad debt 

(10,831,363) 

(6,426,454) 

_ 

Total debtors by customer classification 

21,586,549 

45,519,735 

18,304.944 



2007 

2006 

Reconciliation of the bad debt provision 

R 

R 

Balance at beginnlng of the year 

32.461,937 

25,179,024 

Contributions to provislon 

(7,251,567) 

8,412,494 

Bad debts written off against provision 

(7,952,553) 

(1,129,581) 

Balance at end of year 

17,257,817 

32,461,937 

13 LONG-TERM RECEIVABLES 

Housing loans 

961,505 

1,244,161 

Study loans 

3,607,238 

5,140,899 

Sport & Welfare Organisations 

1,685 

4,152 

Car loans 

372,556 

1,277,564 


4,942,984 

7,666,776 

Less: Current portion transferred to Current Assets 

(944,173) 

(1,120.003) 

Total Receivables 

3,998,811 

6,546,773 

14 OTHER DEBTORS 

Payments made in advance 

266,333 

2,450 

Government subsidies 

2,156,581 

9,443,238 

Yearend debtors 

19,446,501 

9,861 ,335 

Total Other Debtors 

21,869415 

19,307,023 


Houslng Loans , car loans and study loans were made in terms of counctl polictes 
on these schemes, No new housing or car loans have been granted slnce the 
effectice Implementation date of the Municipal Finance Management Act of 2003. 
There are no slgniflcant terms or conditlons that will effect the tlmeous recovery of 
these accounts. 
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CITY OF UMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 

2007 

R 


15 CALL INVESTMENT DEPOSITS 

Short-term Investment 


150.000.000 


16 BANK, CASH AND OVERDRAFT BALANCES 
Bank accounts 

The munlcipality has the following bank 
accounts: 

Current Account (Primary Account) 

ABSA Bank - Richards Bay 

Current /Cheque Account number 2150000028 

Cash book balance at beginning of year 

Cash book baiance at end of year 

Bank statement balance at beginning of year 

Bank statement balance at end of year 

Deposit Account 

ABSA Bank - Richards Bay 
Current/Deposit Account number 2150000095 
Cash book balance at beginnlng of year 
Cash book baiance at end of year 
Bank statement balance at beglnnlng of year 
Bank statement balance at end of year 

Hostel Account 

ABSA Bank- Richards Bay 

Current/Deposlt Account number 90 0291 6767 

Cash book balance at beglnnlng of year 

Cash book balance at end of year 

Bank statement balance at beglnning of year 

Bank statement balance at end of year 

Houslng Account - Brackenham 
ABSA Bank - Richards Bay 
Current/DeposltAccount number 91 2361 5121 
Cash book balance at beginning of year 
Cash book baiance at end of year 
Bank statement baiance at beginnlng ofyear 
Bank stalement balance at end of year 


1 6,534,246 
20,972,900 
16,512,299 
27,319,920 


7,627,559 

8,500,114 

6,657,995 

7,600,525 


15,277,203 

15,393,137 

15,277,203 

15,393,137 


2,899,214 

2,920,494 

2,899,214 

2,920,494 


2006 

R 


12,903,884 
1 6,534,24B 
12,906,015 
16,512,299 


9,445,502 

7,627.559 

8,518,679 

6,657,995 


16,016,409 
15,277,203 
16,016,409 
1 5,277,203 


2,730,079 

2,899,214 

2,730,079 

2,899,214 
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CITY OF UMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 


16 BANK, CASH AND OVERDRAFT BALANCES (continued) 

Housing Aceount - Ngwelezane 

ABSA Bank - Richards Bay 
Current /Cheque Account number 91 7137 3496 
Cash book balance at beginnlng of year 
Cash book balance at end of year 
Bank statement balance at beginnlng of year 
Bank statement balance at end of year 

Housing Account - Pionierhof 

ABSA Bank - Richards Bay 
Current/Deposit Account number 90 9224 78B9 
Cash bookbalanceat beginning ofyear 
Cash book balance at end of year 
Bank statement balance at beglnnlng of year 
Bank statement balance at end of year 

Conditional Grants 
ABSA Bank - Richards Bay 
Curreht/Deposit Account number 91 71 37 3917 
Cash book balance at beginning of year 
Cash book balance at end of year 20,517,523 

Bank statement balance at beginning of year 

Bank statement balance at end of year 20,51 7,523 


9.009.129 

9.809.129 


1,419,616 

1,419,616 
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CITY OFuMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 

2007 

R 


17 PROPERTY RATES 

Actual 

Resldential 

Commercial 

State 

Total Assessment Rates 

Property Valuations 

Residentlal 

Commercial 

State 

Total Property Valuations 

Property valuations are performed on land only. The last valuation for the former 
Richards Bay Adminlstratfve Unii came into effect 1 July 1 990 and the former 
Empangenl Admlnistrative Unit came Into effect 1 July 1 996. Interim valuatlons are 
processed to take into account changes to propertles. A rate of R0.0371 B 
(R0.03507 - 2006) for residential and R0.073B3 (R0.06965 - 2006) forall other 
properties of Rlchards Bay area and a rate of R0.04666 (R0.04455 - 2006) for 
residential and 

R0.06307 ( RO.O5089 -2006) for all other properties of Empangenl area. are 
applled to property valuations to determlne property rates. Rates are levled on a 
monthly basls but upon request can be levled annually. The final date for payment 
of rates that are levied on an annual basls Is, 

30 September of each year end and 30 June for monthly ratepayers. Interest of 
18% perannum is levied on outstanding rates. An additlonal 10% coliectlon charge 
is levied two months after the due date. 


31,250,932 

60,570,058 

6,274,070 

98,103,060 


771 ,308,500 
1,285,757,250 
139,017,000 

2,196,882,750 


2006 

R 


28,333,682 

55,744,428 

5,983,204 

90,061,314 


753,969,100 
1 .231 ,954.050 
140,751,510 

2,126,675.460 


18 SERVICE CHARGES 

Sale of electrlclty 
Saleofwater 
Refuse removal 

Sewerage and sanitation charges 

Total Service Charges 


299,012,301 
75,162,098 
27,120,220 
41 ,667,904 
443,962,523 


291 ,539,002 
74,483,312 
24,212,935 
32,336,349 
422,571,598 
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CITY OF uMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 


19 GOVERNMENT GRANTS AND SUBSIDIES 

Equitable Share 

Natlonal Conditlonal Grants 

Provincial Health Subsidles 

Provincial Local Government Grants 

Provincial Development Planning Grants 

Provincial Housing Grants 

Provlncial Library Service Subsidies 

Provinciai Museum Servlces Subsidies 

Provinclal Arts & Culture Servlces Subsldles 

Provinclal Community Development Workers Programme 

Provincial Department ofTransport- Relocation of Llcensing Offices 

Department of Water Affairs - Cleanest Town Award 

Department of Water Affairs - Water Services Programme 

Department of Water Affalrs - Refurbishment Grant 

Department of Water Affairs - R293 Assets 

Municipal Infrastructure Grant (incl SMIF allocation) 

uThungulu District Municipality Environmental Health service 

uThungulu District Municlpality Capacity Buiiding Grants 

uThungufu District Municipality Management of Cemeteries 

uThungulu District Municipality Museum Operating Subsldy 

uThungulu District Municipality Infrastructure Grant 

Total Govemment Grants & Subsldies 

19.1 Equltable Share 

In terms of the Constitution, this grant is used to subsidlse the provision of basic 
servlces to indlgent communities. 

19.2 Nationai Conditional Grants 

Balance unspent at beginning of year 
Current year receipts 
Conditlons met - transferred to revenue 
Conditions still to be met - transferred to llabllitles 


2007 

2006 

R 

R 


61,265,646 

52,985,497 

2,249,386 

3,174,031 

4,478,340 

2,700,847 

242,669 

506,472 

21,516 

397,308 

425,640 

1,789,725 

14.580 

445,395 

72,325 

60,953 

51,817 

- 

15,060 

24,707 

- 

50,882 

69,460 

10,033 

22,331 

61,732 

1,672,190 

159,638 

95,909,000 

- 

26,320,596 

23,082,937 

879,612 

3,947,496 

725,127 

107,741 

- 

1,764 

1,197,705 

832,772 

195.634,002 

90,339,930 


5,629,919 

10,648,950 

500,000 

1,355,000 

(2,249,386) 

(3,174,031) 

7.080.533 

8,829,919 


National Conditional Grants are allocated in terms of the Divlslon 
of Revenue Act. The Financial Management Grant is used to promote 
support reforms to flnancial management and the implementation 
oftheMuniclpal Flnance Management Act. The Restructuring Grant 
received ln 2002, 2003 & 2004 from Natlonal Treasury has been 
earmarked for certain projects that will imporve the iocal economy. 


25 



CITY OF uMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 


19 GOVERNMENT GRANTS AND SUBSIDIES (continued) 

19.3 Provincial Health Subsldies 

Balance unspent at beglnning of year 
Current year receipts 
Conditions met - transferred to revenue 
Conditions still to be met - transferred to liabilities 

The municipality renders health services on behalf of the Provincial Government 
and is refunded appraximately 35% of total expenditure incurred. This grant has 
been used exclusively to fund cllnic services. The conditions of the grant have 
been met. There was no delay or withholding of the subsidy. 


19.4 Provincial Local GovemmentGrants 

Balance unspent at beginning of year 
Current year recelpts 
Conditions met - transferred to revenue 
Conditlons stlll to be met • transferred to liabiiities 

Provincial Local Government grants are used to implement, administralive and 
financial municipal framework and to provide a municipai infrastructure framework. 
The grants are spent In accordance with a business plan approved by the 
Provincial Government. Funds allocated for 2006/2007 R 50000 were not received 
as conditions were not met. 


19.3 Provincial Development Planning Grants 

Balance unspent at beginning of year 
Current year receipts 
Conditlons met - transferred to revenue 
Conditlons still to be met - transferred to liabilitles 

Provincial Development Plannlng grants are used to promote Informed integrated 
planning and development in the province. The grants are spent in accordance with 
a business plan approved by the Provincial Government. Funds allocated for 
2006/2007 R 50 000 & R 30 000 were not received as conditions were not met. 


2097 2006 

R R 


4,470.340 2,700,847 

(4,478.340) (2,700,847) 


- 


1,758,239 

1,974,711 

700,000 

290,000 

(242,869) 

(506,472) 

2,215,370 

1,758,239 


58,717 

356,025 

- 

100,000 

(21,516) 

(397,308) 

37,201 

58,717 


26 



CITY OF uMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 

2007 2006 

R R 

19 GOVERNMENT GRANTS AND SUBSIDIES (continued} 

19.6 Provincial Housing Grants 


Balance unspent at beginnlng of year 1 4,774,720 1 5,390,726 

Currentyearrecelpts . 130,000 

Conditions met - transferred to revenue (425,640) (1,789,725) 

Interest Received 1 , 1 60.976 993,719 

Conditlons still to be met - transferred to liabllitles 15,510,056 14,774,720 


Provincial Housing grants were allocaied to assist in the refurbishment of various 
hostels, The grants are spent !n accordance with a business plan approved by the 
Provjncial Goverment. No funds have been withheld. 


19.7 Provincial Library Services Subsidies 


Baiance unspentat beginnlng of year 14,580 14,580 

Current year recelpts - 445,395 

Conditions met - transferred to revenue (14,580) (445,395) 

Conditions stlll to be met - transferred to liabilities . 14,580 


Provinciai Llbrary Grants were allocated to subsidise the purchase of equipment for 
various libraries. A subsldy was also received to asslst In the construction of the 
Empangeni Library Study Hall. The subsidies are spent In accordance with a 
business plan approved by the Provincial Government. No funds have been 
withheld. 

19.8 Provincial Museum Services Subsidies 

Balance unspent at beginning of year 

Currentyear receipts 72,325 60,953 

Conditiansmet-transferredtorevenue (72,325) (60,953) 

Conditlons still to be met - transferred to ilabllities 


Department of the Premler allocates a subsldy to assist in the daily running of the 
Empangenl Museum. No funds have been withheld. 
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2007 2006 

R R 


19 GOVERNMENT GRANTS AND SUBSIDIES (continued) 

19.9 Provlncial Community Development Workers Programme 


Balance unspent at beginning of year 

59,293 

_ 

Current year receipts 

. 

84,000 

Conditions met - transferred to revenue 

(15.860) 

(24.707) 

Conditions stlll to be met - transferred to llabilities 

43.433 

59,293 

Department of Local Government and Traditional Affalrs allocated funds to Councll 
for the administratlon the Community Development Workers Programme. No funds 
have been withheld. 



19.10 Provincial Department of Transport Subsidy 



Balance unspent at beginning of year 

167,279 

167,279 

Current year recelpts 

. 

50,882 

Conditions met - transferred to revenue 

- 

(50,882) 

Conditlons still to be met - transferred to llabillties 

167,279 

167.279 

Provinclal Department of T ransport Subsidy for the reimbursement of expenses 
paid for the relocation of the Empangeni Ucensing Offlces. The Department also 
provided for a subsidy for a Pedestrian Safety Project. No funds have been 
withheld. 



19.11 Department of Water Affairs (DWAF) Cleanest Town Award 



Balance unspent at beginning of year 

139,967 


Current year recelpts 

. 

150,000 

Conditions met - transferred to revenue 

(69,460) 

(10.033) 

Conditions still to be met - transferred to liabilities 

70,507 

139,967 

Department of Water Affafrs Cleanest Town Award. Funds will be used on a 
recycling project. No funds have been withheld. 



19.12 Department of Water Affairs (DWAF) Water Services Programme 



Balance unspent at beginning of year 

438,268 


Current year receipts 

. 

500,000 

Conditions met - transferred to revenue 

(22,331) 

(61,732) 

Conditlons stili to be met - transferred to liabllities 

415,937 

438,268 


Department of Water Affrairs Sector Instltutional Support and Capacity Buildlng 
Initlatives in support of Water Services Authority and Water Service Provider 
functions. The grants are spent in accordance with an approved business 
proposal. 
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19 GOVERNMENT GRANTS AND SUBSIDIES (continued) 

19.13 Department of Water Affairs (DWAF) Refurbishment Grant 

Balance unspent at heglnnlng of year 
Current year receipts 
Condltions met - transferred to revenue 
Conditlons stlll to be met - transferred to llabilitles 

Department of Water Affralrs Refurblshment Grantand Subsldy for Water 
Services Works. The grant Is spent in accordance with an approved business plan. 


19.14 Municlpal Infrastructure Grant (MIG) 

Balance unspent at beglnning of year 
Current year recelpts 
Condltlons met - transferred to revenue 
Conditions stlll to be met - transferred to liabilities 

This grantwas used to constructwater and sewerage infrastructure as part of the 
upgrading of informal settlement areas. No funds have been wlthheld. 

19.15 uThungulu District Municipalily Environmental Health Costs 

Balance unspent at beglnnlng of year 
Currentyear receipts 
Conditions met - transferred to revenue 
Conditions still to be met - transferred to liabilities 

The function to provide environmental health services was transferred to the 
District Municipality. Council is still performing this function on behaif of the District 
Municlpallty.In terms of a service level agreement the District Munlclpality allocates 
Council a portion of thelr Equitable Share allocation. 


2007 2006 

R R 


1,672,190 

901 ,826 

- 

930,000 

(1 .672.190) 

(159,638) 

- 

1.672.190 


4,797,841 

738,492 

29,266,376 

27.142,286 

(26,320,598) 

(23,082,937) 

7,743,619 

4,797,841 


879,612 

3,947,496 

(879,612) 

(3,947.496) 

- 

- 
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2007 2006 

R R 


19 GOVERNMENT GRANTS AND SUBSIDIES (continued) 

19.16 uThungulu District Municipality Capactty Building Grant 


Balance unspent at beginning of year 240,000 240 000 

Current year recelpts 

Conditions met - transferred to revenue 


Conditions still to be met - transferred to llabilitles 

240,000 

240,000 

uThungulu Dlstrict Council aliocated funds for capacity building grants.No funds 
have been withheld. 



19.17 uThungulu District Municipality Administration of Regional Cemeteries 



Balance unspent at beginnlng of year 



Current year receipts 

725,127 

107,741 

Conditlons met - transferred to revenue 

(725,127) 

(107,741) 

Conditlons still to be met - transferred to llabilitles 

- 

- 

Councll admlnisters the Regional Cemetery on behalf of uThungulu Dlstrict 

Cauncll in terms of a servlce level agreement. No funds have been withheld. 



19.18 uThunguIu District Munlcipality Museum Operating Subsldy 



Balance unspent at beglnnlng of year 

36,756 

20,000 

Current year receipts 

. 

18,520 

Conditions met - transferred to revenue 

- 

(1.764) 

Condltlons stlll to be met - transferred to liabllities 

36,756 

36.756 


uThungulu District Councfl allocated a subsldy to assist in the daily running of the 
Empangenl Museum. No funds have been withheld. 
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2007 2006 

R R 


19 GOVERNMENT GRANTS AND SUBSIDIES (continued) 

19.19 uThungulu District Council Infrastructure Grant 

Balance unspent at beginning of year 
Current year recejpts 
Condltions met - transferred to revenue 
Condltions stlll to be met - transferred to liabilities 

uThungulu Dlstrict Council provided a grant to partially fund the Nselenl Bulk 
Water Supply Project and a further grant for capital projects in the IDT area. No 
funds have been withheld. 

19.20 Depatrmentof Minerals & Energy 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
Conditions stlll to be met - transferred to liabilities 

Department of Minerals & Energy in support of Electrication ProJects.The grands 
are spend in accordance with an approved business proposal. 

19.21 Department ofWater Affrairs (DWAF) 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
Conditions still to be met - transferred to liabilitles 

Transfer of Sewer and Water Pumpstations assets from the prevlous R293 Towns 
to Councii. 

19.22 Changes in levels of govemment grants 

Based on the allocations set out in the Division of Revenue Act. (Act No.2 of 20D6), 
no significant changes in the level of govemment grant funding are expected over 
the forthcomlng 3 financial years. 


20 OTHER INCOME 

Bulding Plans 
Extension Fees 
Connection Fees 
Other Income 

Total Other Income 


188,600 

1,021,372 

1,057,593 

- 

(1,197.705) 

(832.772) 

48.488 

188,600 


235,000 

- 

235,000 

- 


95,909,000 

- 

(95,909,000) 

- 

- 

- 


1,314,696 

1,428,571 

16,437,602 

0.964,817 

1,992,672 

2.458,178 

32,581,519 

7,655,214 

52,326,489 

20,506,780 
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2007 2006 

R R 


21 EMPLOYEE RELATED COSTS 


Employee related costs - Salaries and Wages 

Employee related costs - Contributions for UIF, penslons and medical aids 

Travel, motor car, accommodaticn, subsistence and other allowances 

Housing benefits and allowances 

Overtime payments 

Performance bonus 

Leave Payments 

Less: Empioyee costs capitalised to Property, Plant and Equipment 

Total Employee Related Costs 


140,780,659 

37,558,939 

20,357,569 

8,034,264 

17,520,638 

645,991 

1,287,466 

(2,309,359) 

223,876,167 


130,241 ,651 
33,840,726 
19,458,923 
8,429,033 
16,231 ,969 
569,043 
9,589,162 
(2,471 ,054) 
215,889,453 


There were no advances to employees. Loans to employees are set out in note 13. 


Remuneration of the Municipal Manager 


Annual Remuneratlon 


529,912 

478,172 

Performance Bonuses 


1 09,724 

109,800 

Housing Subsidy 


65,534 

65,534 

Travel Allowance 


166,294 

188,294 

Contrlbutions to UIF, Medical and Pension Funds 


1,399 

1,252 

Total 


894.863 

843,052 

Remuneration of Individual Executive Directors 

Chief 

City 

City 


Financial 

Englneer 

Electrical 

30 June 2007 

Officer 


Engineer 

Annual Remuneratlon 

290,713 

374,496 

245,692 

Annual Bonus 

- 

. 

18,726 

Entertainment 

- 

. 

233 

Performance Bonuses 

91,129 

91,129 

49,615 

Housing Subsidy 

46,674 

- 

30,068 

Travel Altowance 

241,241 

101,590 

113,811 

Contributions to UIF, Medical and Penslon Funds 

24,835 

127,376 

54.439 

Total 

694,592 

694,591 

512.584 

30 June2006 

Annuai Remuneration 

271 ,542 

349,800 

282,405 

Annual Bonus 

- 

. 

23,534 

Entertainment 

. 

. 

1,400 

Performance Bonuses 

84,811 

84,811 

28,241 

Houslng Subsidy 

46,674 

- 

15,873 

TraveE Allowance 

225,627 

106,349 

134,680 

Contributlons to UIF, Medlcal and Penslon Funds 

22,813 

110,507 

85,611 

Total 

651,467 

651,467 

571,744 
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21 EMPLOYEE RELATED COSTS (cohtinued) 
Remuneration of Individual Executive Directors 

30 June 2007 

Annual Remuneration 
Annual Bonus 
Entertalnment 
Performance Bonuses 
Housing Subsidy 
Travel Allowance 

Contrlbutions to UIF, Medlcal and Penslon Funds 

Total 

30 June 2006 

Annual Remuneratfon 
Annual Bonus 
Entertalnment 
Performance Bonuses 
Housing Subsidy 
Travel Allowance 

Contributions to UIF, Medical and Pension Funds 

Total 


Remuneration of Indlvidual Executive Directors 

30 June 2007 

Annual Remuneration 
Annual Bonus 
Entertainment 
Performance Bonuses 
Housing Subsldy 
Travel Allowance 

Contributions to UIF, Medical and Pension Funds 

Total 

30 June 2006 

Annual Remuneration 
Annual Bonus 
Entertainment 
Performance Bonuses 
Housing Subsidy 
Travel Allowance 

Contributlons to UIF, Medical and Penslon Funds 

Total 


Management 

Corporate 

Planning & 

Sevices 

Sevices 

Sustainable 



Development 

374,496 

302,343 

290,713 

- 

24,946 

- 

- 

1,400 

. 

91,129 

30,534 

91,129 

46,674 

17,400 

46.674 

92,207 

145,315 

232.054 

90,066 

106,951 

34,022 

694,592 

628,889 

694,592 


262,350 

282,405 

271,542 

- 

23,534 

- 

- 

1,400 

- 

63,606 

28,241 

84.811 

35,005 

15,263 

46,673 

64,263 

134,680 

217,046 

63,422 

91,043 

31,395 

488,648 

576,566 

651,467 


Community 

Community 

Parks 

Facilitation 

Services 

Sports & 

& Marketing 

& Heafth 

Recreation 

302,343 

302,343 

302,343 

24,946 

24,946 

24,946 

1,400 

1,400 

1,400 

30,534 

30,534 

30,534 

38,189 

16,515 

19,450 

143,478 

145,044 

145,315 

108,797 

97,527 

108,084 

649,687 

618,309 

632,072 


282,405 

282,405 

282,405 

23,534 

23,534 

23,534 

1,400 

1,400 

1,400 

25,240 

28,241 

28,241 

23,702 

14,535 

17,160 

134,634 

134,614 

134,680 

92,674 

89,360 

91 ,618 

686,589 

574,089 

579,046 
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2007 2006 

R R 

22 REMUNERATION OF COUNCILLORS 

Mayor 429,981 425,726 

Deputy Mayor 342,381 384,000 

Speaker 344,690 347,598 

Executive Committee Members 2,544,183 2,283,384 

Councillors 6,678,211 5,311,520 

Councillors penslon contribution 1,004,380 889,923 

Total Councillors Remuneration 11,343,826 9,642,161 


The Speaker and Executive Commlttee Members are full-time.Each is provlded 
with an office and secretarlal support at the cost of the Councll 


23 INTEREST PAID 


Long-term liabilities 42,651,559 14,890,390 

Finance leases 76,575 76,575 

Total Interest on Extemal Borrowings 42,728,134 14,966,965 


24 BULK PURCHASES 

188,345,409 184,489,499 

32,3B1 ,062 31,941 ,770 

220,726,471 216,431,269 


Electricity 

Water 

Total Bulk Purchases 


25 GRANTS AND SUBSIDIES PAID 


Rlchards Bay Country Club 
SPC A 

uMhlathuze Tourism Association 

Independent DevelopmentTrust Ngwelazane Housing 

Sabokwe Community-Removal of Graves 

Zululand Expo 

Sundries 

Total Grants and Subsidies 


419,946 

436,165 

222,000 

212,000 

200,000 

160,000 

27,260 

238,000 

- 

87,473 

17,600 

14,183 

46,087 

52,494 

932,893 

1,200,315 
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2007 2006 

R R 

26 CASH GENERATED FROM OPERATIONS 

Surplus for the year 
Adjustment fon 
Depreclatlon 
Amortisatlon 

(Gain)/Loss on disposal of property, plant and equipment 
Movement in bad debt provision 
Movement in non-current provislons 
Investment income 
Interest paid 

Operating surplus before working capltal changes: 

(lncrease)/Decrease !n Inventories 
lncrease/(Decrease) In debtors 
Increase In other debtors 
Increase ln condltlonal grants and recelpts 
lncrease/(Decrease) in creditors 
Increase In VAT claimable 
Cash generated from operations 


27 BANK BALANCES AND CASH 

Cash and cash equivalents included in the cash flow statement comprlse the 
followfng statement of amounts indicating flnancial posltion 

Bank balances and cash 

Total bank balances and cash 


28 UNAUTHORISED, IRREGULAR AND WASTEFUL EXPENDITURE DISALLOWED 

Unauthorised expenditure 

Reconcillalion of unauthorlsed expenditure 
Unauthorised expenditure current year 
Approved by Councll orcondoned 
Unauthorised expenditure awaiting authorisatlon 



85 , 904,566 42 , 360,274 

85,904,566 42,360,274 
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2007 2006 

R R 


29 ADDITIONAL DISCLOSURES IN TERMS OF THE 
MUNICIPAL FINANCE MANAGEMENT ACT 


29.1 Contributions to Salga 

Council subscriptions 
Amount paid 

29.2 Audit fees 
Amount pald - current year 

29.3 PAYE and UIF 

Current year payroll deductlons 
Amount paid - current year 

29.4 Pension and Medical Aid Deductions 

Opening balance 
Current year payroll deductions 
Amount pald - current year 
Amount pald - previous year 

Balance unpaid (inciuded in creditors) 

The balance represents ccntlnued members contributions recelved in advance. 


29.6 Councillor's Arrear Consumer Accounts 

The following Counciliors had arrear accounts outstandlng for more than 90 days 
as at 30 June 2007 


None 

Total Councillor Arrear Consumer Account 

30 June2006 

CounclllorTshabalala CN* 

CounclllorZulu SM 

Totai Councillor Arrear Consumer Account 

‘Tshabalala CN is a new CounclJlor elected In 2006 

During the year the following Counclllor's had arrears accounts outstanding for 
more than 90 days. 

30 June2007 


CounclllorTshabalala CN 


30 June 2006 

CounclllorTshabalala CN 


709,387 1,131,645 

(709.387) (1,131,645) 


1.322.848 

1.374.499 

26,851 .860 

30,031,158 

(26.851 .860) 

(30,031,158) 

4,528 

1 06,607 

52,791,449 

48,465.990 

(52,791,361) 

(48,461 .462) 

(4,528) 

(106.607) 

88 

4.528 


Outstandlng Less 
Total Than 90 Days 

Outstandlng More 
Than 90 Days 

- 

- 


8,664 

372 

8,292 

668 

589 

79 

9,332 

961 

8.371 


Highest Amount 


Outstanding 

Ageing 

1,295 

300 days 

3,734 

330 days 
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2007 2006 

R R 

30 CAPITAL COMMITMENTS 


Commltments in respect of capital expenditure: 


Approved and contracted for 

201,277,988 

90,624,146 

Approved but not yet contracted for 

226,704,812 

357,426,854 

Total capital commitments 

427,982,800 

448,051,000 

This expenditure will be financed from: 

Intemai Sources 

6,310,000 

7,412,700 

External Loans 

245,044,600 

229,570,600 

Grants 

176.628,200 

211,067,700 


427,982,800 

448,051,000 


31 CONTINGENT LIABILITIES AND CONTRACTUAL OBLIGATIONS 

Guarantees by City of uMhlathuze in respect of building society and commercial 

bank housing loans to officials. 567,700 878,659 

Guarantee by City of uMhlathuze In respect of Postal services. 80,000 


32 RETIREMENT BENEFITS 

The last actuarial valuatlons of the Natal Joint Munlclpal Penslon Funds 
(Superannuation and Retlrement) was done at 31 March 2006. These vaiuations 
disclosed a deficit for past sen/ice of RBS.3 milllon and a deficlt for past service of 
R204.3 million respectively. This shortfali will be met by Increased employer 
contrlbutlons, implemented from July 2007. The last actuarlal valuation of the 
Municlpal Councillors Pension Fund was done at 30 June 2003. This valuatlon 
indicated that the fund is in a sound financial position. 
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CITY OF uMHLATHUZE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 


33 EXEMPTIONS FOR IMPLEMENTATION OF GAMAP(continued) 

33.2) The implementation pian for compliance with the exceptions above as required by 
circular44 will be submitted by the required due date i.e 30 October2007 and 31 March 
will reflectthe progress towards full compliance with sections 122(2) and (3) of the MFMA. 

33.3) The most significant implication of the application of the standards will result from 
GAMAP 17. The provision for employee benefits for present and retired employees will 
million. However this will be largely offset by the implementation of GAMAP 17. The 
will result in significant reversals of depreciation. 


34 EVENTS AFTER THE REPORTING DATE 

No material facts and circumstances have occurred between the accounting date and the 
have an impact on the financial statements. 
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CITY OF uMHLATHUZE rSEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2007 


Electricity 342,673,524 334,236,800 8,436,724 3 

otrier 134,035 194,200 (60,165) (31) Savings on consuitancy fees. 

Inter-Departmental Charges (231 ,535,020) (247,038,800) 16,303,780 (7) 

Totat Expenditure 764,645,683 828,192,600 (63,546,917) (8) 

NET SURPLUS/(DEFICIT) FOR THE YEAR 159,390,717 (56,082,500) 215,473,217 27 ~ 
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CITY OF uMHLATHUZE : ACTUAL VERSUS BUDGET(REVENUE AND EXPENDITURE) FOR THE YEAR ENDED 30 JUNE 2007 
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CITY OF uMHLATHUZE : ACTUAL VERSUS BUDGET {ACQUISITION 0F PROPERTY.PLANT AND EQUIPMENT) FOR THE YEAR ENDED 30 JUNE 2007 


































50,000 Condilions not met 
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DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 56 OF 2003 (continued) 
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